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SUBJECT: OASGA - PANAMA AGENDA ITEM 

1 . IN HIS MEETING WITH PANAMA'S NEW AMBASSADOR HERE JUNE 
10, THE SECRETARY ELECTED NOT TO RAISE THE QUESTION OE A 
REPORT TO THE ASSEMBLY, AND SAID ONLY THAT HE WOULD BE 
HAVING BREAKFAST WITH FOREIGN MINISTER GONZALEZ REVILLA 
THE MORNING OE JUNE 15. (THE SECRETARY DID NOT WISH TO 
PROVIDE THE PANAMANIAN NEGOTIATORS WITH ANY LEVERAGE IN 
THE EORM OE A PATENT UNITED STATES DESIRE TO HAVE A 
JOINT REPORT.) 
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2. FOR THE SECRETARY'S POSSIBLE USE, THERE FOLLOWS THE 
TEXT OF A REPORT WHICH COULD BE JOINT OR, WITH SLIGHT 
MODIEICATION, UNILATERAL. 

3. FYI, THOUGH WE HAVE RUN INTO SOME SNAGS, THE 
NEGOTIATIONS CONTINUE TO GO WELL. THE EIRST SESSION THIS 
WEEK IS SCHEDULED EOR 3:00 PM JUNE 13. WILL KEEP YOU 
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POSTED ON ANY SIGNIFICANT DEVELOPMENTS HERE. 

4. BEGIN TEXT. SINCE SUBMITTING THEIR SECOND JOINT 
REPORT TO THIS ASSEMBLY LAST YEAR, THE REPUBLIC OF PANAMA 
AND THE UNITED STATES HAVE ACHIEVED CONSIDERABLE PROGRESS 
IN THE NEGOTIATION OF A NEW TREATY TO REPLACE THE 1903 

HAY BUNAU-VARILLA AGREEMENT. AS PRESIDENT CARTER EMPHA- 
SIZED IN HIS PAN AMERICAN DAY SPEECH IN WASHINGTON, THE 
EARLY COMPLETION OF A NEW PANAMA CANAL TREATY IS A 
HIGH PRIORITY OBJECTIVE OF HIS FOREIGN POLICY. GENERAL 
TORRIJOS HAS SIMILARLY EMPHASIZED HIS DESIRE TO BRING 
THESE NEGOTIATIONS TO A SUCCESSFUL CONCLUSION AS SOON AS 
POSSIBLE. 

5. THE FOLLOWING EVENTS IN RECENT MONTHS DEMONSTRATE 
THE COMMITMENT OF BOTH GOVERNMENTS TO THIS OBJECTIVE: 

- THE MEETING BETWEEN THE SECRETARY OF STATE AND 
THE PANAMANIAN FOREIGN MINISTER IN WASHINGTON 
JANUARY 31 DURING WHICH THEY REAFFIRMED THE STATE- 
MENT OF PRINCIPLES OF FEBRUARY 1974. 

- A ROUND OF NEGOTIATIONS IN PANAMA IN MID-FEBRUARY 
DURING WHICH THE TWO SIDES HAD AN OPPORTUNITY TO 
EXPLORE POSSIBLE SOLUTIONS TO IMPORTANT AND DIFFI- 
CULT OUTSTANDING ISSUES. 

- A ONE-DAY MEETING IN MID-MARCH IN WASHINGTON 
DURING WHICH THE NEGOTIATORS CONTINUED THE PROCESS 
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COMMENCED IN PANAMA THE MONTH BEFORE. 

- AN INTENSIVE ROUND OF NEGOTIATIONS COMMENCING 
MAY 9 IN WASHINGTON, WHICH IS CONTINUING NOW. 

6. DISCUSSIONS BETWEEN THE TWO SIDES SINCE JANUARY HAVE 
FOCUSED ON THE FOLLOWING ISSUES: 

- THE DURATION OF THE NEW TREATY. 

- THE NATURE AND FUNCTIONS OF THE ADMINISTRATIVE 
ORGANIZATION WHICH WILL OPERATE THE CANAL DURING THE 
LIFE OF THE TREATY. 

- THE STATUS OF THE AMERICAN AND PANAMANIAN 
EMPLOYEES OF THAT ENTITY. 

- AN IDENTIFICATION OF THE LANDS AND WATERS WHICH 
ARE NECESSARY FOR THE SUCCESSFUL OPERATION OF THE 
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CANAL. 

-.PROVISIONS TO ASSURE THAT THE CANAL REMAINS 
PERMANENTLY SECURE AND OPEN TO THE SHIPS OF ALL NATIONS 
ON A NON-DISCRIMINATORY BASIS. 

7. WHILE EINAL AGREEMENT IN PRINCIPLE ON THESE ISSUES 
HAS NOT YET BEEN REACHED, THE NEGOTIATORS FROM BOTH 
SIDES BELIEVE THAT SUBSTANTIAL PROGRESS HAS BEEN MADE. 

THE PRESENT DISCUSSIONS ARE FOCUSED ON THE DETAILS OF 
THESE SUBJECTS. IN ADDITION, THE NEGOTIATORS WILL BE 
ADDRESSING ONE OTHER ISSUE WHICH UNTIL THIS TIME HAS 
NOT BEEN THE SUBJECT OF FORMAL DISCUSSION - THE ECONOMIC 
BENEFITS WHICH PANAMA IS TO RECEIVE FROM CANAL OPERATIONS. 

8. THE OBJECTIVE OF THE NEGOTIATORS DURING THE PRESENT 
ROUND OF DISCUSSIONS IS TO COME TO CONCEPTUAL AGREEMENT 
ON THESE ISSUES. ONCE THAT AGREEMENT HAS BEEN REACHED 
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AND THE RESPECTIVE GOVERNMENTS HAVE HAD AN OPPORTUNITY 
TO REVIEW THE NEGOTIATORS' WORK, THE PROCESS OF TREATY 
DRAETING WILL COMMENCE. WHILE IT IS NOT POSSIBLE TO 
PREDICT WITH ACCURACY WHEN A NEW TREATY WILL BE READY 
FOR THE INITIATION OF RATIFICATION PROCEDURES IN BOTH 
COUNTRIES, THE NEGOTIATORS BELIEVE THAT AN AGREEMENT 
THIS YEAR, POSSIBLY BEFORE THE END OF THE SUMMER, IS 
POSSIBLE. END TEXT. VANCE 
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EOLLOWING IS REPEAT STATE 136939, SENT GRENADA 14 JUNE: 

QUOTE CONFIDENTIAL STATE 136939 
EOR WHITE EROM BELL USDEL 

E.O. II652: GDS 
TAGS: PORG, OAS, PN 

SUBJECT: OASGA - PANAMA AGENDA ITEM 

1 . IN HIS MEETING WITH PANAMA'S NEW AMBASSADOR HERE JUNE 
10, THE SECRETARY ELECTED NOT TO RAISE THE QUESTION OE A 
REPORT TO THE ASSEMBLY, AND SAID ONLY THAT HE WOULD BE 
HAVING BREAKFAST WITH FOREIGN MINISTER GONZALEZ REVILLA 
THE MORNING OE JUNE 15. (THE SECRETARY DID NOT WISH TO 
PROVIDE THE PANAMANIAN NEGOTIATORS WITH ANY LEVERAGE IN 
THE EORM OE A PATENT UNITED STATES DESIRE TO HAVE A 
JOINT REPORT.) 

2. FOR THE SECRETARY'S POSSIBLE USE, THERE FOLLOWS THE 
TEXT OF A REPORT WHICH COULD BE JOINT OR, WITH SLIGHT 
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MODIEICATION, UNILATERAL. 

3. FYI, THOUGH WE HAVE RUN INTO SOME SNAGS, THE 
NEGOTIATIONS CONTINUE TO GO WELL. THE EIRST SESSION THIS 
WEEK IS SCHEDULED EOR 3:00 PM JUNE 13. WILL KEEP YOU 
POSTED ON ANY SIGNIEICANT DEVELOPMENTS HERE. 

4. BEGIN TEXT. SINCE SUBMITTING THEIR SECOND JOINT 
REPORT TO THIS ASSEMBLY LAST YEAR, THE REPUBLIC OP PANAMA 
AND THE UNITED STATES HAVE ACHIEVED CONSIDERABLE PROGRESS 
IN THE NEGOTIATION OF A NEW TREATY TO REPLACE THE 1903 

HAY BUNAU-VARILLA AGREEMENT. AS PRESIDENT CARTER EMPHA- 
SIZED IN HIS PAN AMERICAN DAY SPEECH IN WASHINGTON, THE 
EARLY COMPLETION OF A NEW PANAMA CANAL TREATY IS A 
HIGH PRIORITY OBJECTIVE OP HIS FOREIGN POLICY. GENERAL 
TORRIJOS HAS SIMILARLY EMPHASIZED HIS DESIRE TO BRING 
THESE NEGOTIATIONS TO A SUCCESSPUL CONCLUSION AS SOON AS 
POSSIBLE. 

5. THE EOLLOWING EVENTS IN RECENT MONTHS DEMONSTRATE 
THE COMMITMENT OP BOTH GOVERNMENTS TO THIS OBJECTIVE: 
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- THE MEETING BETWEEN THE SECRETARY OF STATE AND 
THE PANAMANIAN EOREIGN MINISTER IN WASHINGTON 
JANUARY 31 DURING WHICH THEY REAFEIRMED THE STATE- 
MENT OE PRINCIPLES OE EEBRUARY 1974. 

- A ROUND OE NEGOTIATIONS IN PANAMA IN MID-EEBRUARY 
DURING WHICH THE TWO SIDES HAD AN OPPORTUNITY TO 
EXPLORE POSSIBLE SOLUTIONS TO IMPORTANT AND DIEFI- 
CULT OUTSTANDING ISSUES. 

- A ONE-DAY MEETING IN MID-MARCH IN WASHINGTON 
DURING WHICH THE NEGOTIATORS CONTINUED THE PROCESS 
COMMENCED IN PANAMA THE MONTH BEFORE. 
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- AN INTENSIVE ROUND OF NEGOTIATIONS COMMENCING 
MAY 9 IN WASHINGTON, WHICH IS CONTINUING NOW. 

6. DISCUSSIONS BETWEEN THE TWO SIDES SINCE JANUARY HAVE 
EOCUSED ON THE EOLLOWING ISSUES: 

- THE DURATION OE THE NEW TREATY. 

- THE NATURE AND FUNCTIONS OF THE ADMINISTRATIVE 
ORGANIZATION WHICH WILL OPERATE THE CANAL DURING THE 
LIEE OE THE TREATY. 

- THE STATUS OE THE AMERICAN AND PANAMANIAN 
EMPLOYEES OF THAT ENTITY. 

- AN IDENTIEICATION OE THE LANDS AND WATERS WHICH 
ARE NECESSARY EOR THE SUCCESSFUL OPERATION OE THE 
CANAL. 

-.PROVISIONS TO ASSURE THAT THE CANAL REMAINS 
PERMANENTLY SECURE AND OPEN TO THE SHIPS OF ALL NATIONS 
ON A NON-DISCRIMINATORY BASIS. 

7. WHILE EINAL AGREEMENT IN PRINCIPLE ON THESE ISSUES 
HAS NOT YET BEEN REACHED, THE NEGOTIATORS EROM BOTH 
SIDES BELIEVE THAT SUBSTANTIAL PROGRESS HAS BEEN MADE. 

THE PRESENT DISCUSSIONS ARE EOCUSED ON THE DETAILS OE 
THESE SUBJECTS. IN ADDITION, THE NEGOTIATORS WILL BE 
ADDRESSING ONE OTHER ISSUE WHICH UNTIL THIS TIME HAS 
NOT BEEN THE SUBJECT OF FORMAL DISCUSSION - THE ECONOMIC 
BENEEITS WHICH PANAMA IS TO RECEIVE FROM CANAL OPERATIONS. 

8. THE OBJECTIVE OE THE NEGOTIATORS DURING THE PRESENT 
ROUND OE DISCUSSIONS IS TO COME TO CONCEPTUAL AGREEMENT 
ON THESE ISSUES. ONCE THAT AGREEMENT HAS BEEN REACHED 
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AND THE RESPECTIVE GOVERNMENTS HAVE HAD AN OPPORTUNITY 
TO REVIEW THE NEGOTIATORS' WORK, THE PROCESS OE TREATY 
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DRAFTING WILL COMMENCE. WHILE IT IS NOT POSSIBLE TO 
PREDICT WITH ACCURACY WHEN A NEW TREATY WILL BE READY 
FOR THE INITIATION OF RATIFICATION PROCEDURES IN BOTH 
COUNTRIES, THE NEGOTIATORS BELIEVE THAT AN AGREEMENT 
THIS YEAR, POSSIBLY BEFORE THE END OF THE SUMMER, IS 
POSSIBLE. END TEXT. VANCE UNQUOTE. CHRISTOPHER 
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